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April 7th, 1966. 


To the Shareholders of 
SILKNIE LIMITED: : 


The Board of Directors of your Company submits herewith the consolidated financial state- 
ments of Silknit Limited and subsidiary companies for the year ended December 31, 1965. 


The combined earnings of the companies, before provision for income taxes, amounted to 
$533,443 in 1965, an increase of $190,769 over the amount of $342,674 earned in the previous year. 
However, one subsidiary incurred a substantial loss in 1965, which loss, although absorbed in the 
computation of combined earnings, could not be applied to reduce taxes on income payable by the 
other companies of the group, with the result that the provision for income taxes of $304,500 in 1965 
represents a far greater proportion of combined earnings than did the provision for income taxes of 
$147,000 in 1964. Combined net earnings, after provision for income taxes, amounted to $228,943 
in 1965, an increase of $33,269 over the net earnings of $195,674 in 1964. 


Sales of your Company’s products increased during the year. However, the Canadian textile 
industry operates in a highly competitive market and direct costs are continually increasing. Through- 
out 1965 and again in 1966 your Company has maintained a program of measures and expenditures 
deemed necessary to protect or increase profit margins and to improve the quality of its products. 
Although it is difficult at this time to forecast what the remainder of 1966 will bring, the present level 
of operations of your Company is such that it is anticipated that the consolidated results for 1966 
will be satisfactory. 


Dividends aggregating 40 cents per share were paid in 1965 on the no par value common 
shares of the Company and regular quarterly dividends at the rate of 5% per annum were paid on 
the $40 par value preferred shares. During 1965, 779 of the $40 par value preferred shares were 
purchased for cancellation at a cost of $31,471. 


Net current assets, or working capital, decreased by $74,346 during the year, as shown by the 
accompanying statement of Source and Application of Funds, to an amount of $3,324,070 at 
December 31, 1965. . 


Your Directors wish to record their appreciation of the loyal services rendered throughout 
the year by the officers and employees of the Company. 
ON BEHALF OF THE BOARD, 


H. B. ERSLTEIN: 
President. 


Digitized by the Internet Archive 
in 2023 with funding from 
University of Alberta Library 


https://archive.org/details/Silk1156_1965 


AUDITORS’ REPORT 


To the Shareholders of 
SILK NTMI ED: 


We have examined the consolidated balance sheet of Silknit Limited and sub- 
sidiary companies as at December 31, 1965 and the consolidated statements of earnings 
and surpluses for the year ended on that date. Our examination included a general 
review of the accounting procedures and such tests of accounting records and other 
supporting evidence as we considered necessary in the circumstances. 


In our opinion, the accompanying consolidated balance sheet and related con- 
solidated statements of earnings and surpluses present fairly the combined financial 
position of the companies as at December 31, 1965 and the results of their combined 
operations for the year ended on that date, in accordance with generally accepted 
accounting principles applied on a basis consistent with that of the preceding year. 


Our examination also included the accompanying consolidated statement of 
source and application of funds for the year ended December 31, 1965 and, in our 
Opinion, it presents fairly the changes in working capital for the year. 


PRICE, WATERHOUSE .& COQ, 
Toronto, MArcH 21, 1966. Chartered Accountants. 
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CONSOLIDATED BALANC 


ASSETS 
CURRENT ASSETS: 1965 1964 
(AS Tie eee ee el li Ge ae aes eet ariay ce ut oBe oeeeade iced bese ae ae ae a tae ete a $ 6,939 $ Loe 
Accounts receivable, less allowance for doubtful accounts............0c.cccceseesseseeeeseeeeees 1,682,294 1,470,351 
Recervable from associated Conipaniess..i.c.cs.eeeeeee ese ee 6,937 9,422 
Inventories of raw materials and supplies, work in process and finished stock, 
valued at:thetlowes ioficost on cealizablemvalue:... ela ee eee eee 3,041,040 2,833,047 
Prepaid iexpensesin ia A. 2 ia ET AOS A hk ee, Se 53,048 48,788 
Votal Currenie Assets. cece 2 store house ee a ee ek 4,790,258 4,364,330 
OTHER ASSETS: 
Investments in shares of associated companies, at cost (Note 1).........ccceceeeeeeee 23,606 23,606 
Cashtsutrender value of ltieGnsurance ay..t ble ee. eee eee 119,549 110:257 
I LUNCLG |g. ee Ne en SE Ram UP eae eeS £11 8 eave As SEA Oe AER PME SNEED DA Cee i: 56,716 65,438 
199,871 199,301 
FIXED ASSETS: 
Land <puildincs plant andvequipment (Note/2) 4.0... ee 3,705,760 mol 241 
Eese— coum latedideprecia tiotiv.<..cr--00.cm ac.eaear ee Aen cans eee ee ee 2,490,933 2,324,096 
1,214,827 1,193,345 
APPROVED ON BEHALF OF THE BOARD: 
M. H. EPSTEIN, Director. 
H. B. EPSTEIN, Director. 
$6,204,956 $5,756,976 
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EET — DECEMBER 31, 1965 


LIABILITIES 
CURRENT LIABILITIES: 1965 1964 
Pp id ara VME SE SCCUIE CU ie Sian eet tat ean ene eek ae te eh ee ea as $ 501,780 $ 154,034 
PeC COMMS anamMle SMU ACE alse eaten eee ear ou ceacote eee hese ved cesta eee 689,872 677,018 
PCEGINIE ANCCOLMCE TAKES al Y AUN CL tenes. ay voces ss disse, Rome ces ase oats tania sco besee saw ares 241,738 105,405 
Silane wud payment Gier within One year. 2705 ...eecseeet re cco once eeeseeee 32,798 29,457 
banca er inte tir ia DUITIOCe oo ne et edna een oy ee A et ee 1,466,188 965,914 
MORTGAGE BonpDs: 
416% First Mortgage Sinking Fund Bonds maturing August 15, 1967.........0.0..4.. 7,500 128,500 
Less—Sinking fund payment due within one year included in current liabilities.. 32,798 29,457 
64,702 99,043 
SHAREHOLDERS’ EQUITY: 
Five per cent (5%) cumulative redeemable preferred shares: 
Authorized—25,000 shares of $40 each 
Issued—15,000 shares 
Outstanding—6,193 shares (1964—6,972 ShareS)...........c:cccsssssescessceseesseeeeerseees 247,720 278,880 


Common shares: 
Authorized—600,000 shares without nominal or par value 
Issued and outstanding—210,000 shares 350,000 350,000 


Earned surplus (of which $352,280 is designated as capital surplus in 


compliance with Section 61 of The Canada Corporations Act)........::cseee 3,593,524 3,580,003 
GSyrer gl erehs cre S/o tg 01 |) amie epee re meee OD ie PAE ee neue nrneTE SARE aE TNE Cree 482,825 483,136 
4,674,066 4,692,019 


$6,204,956 


$5,756,976 


i 
AND SUBSIDIARY COMPANIES 
CONSOLIDATED STATEMENT OF EARNINGS 
FOR THE YEAR ENDED DECEMBER 31, 1965 
1965 1964 
ES aoc nO oe nnn: SOsn ene tt mene Mnneemrre oe ree Sh dake: 2 $9,075,141 $8,201,974 
Ly Bt’ LE hut cre st Cw FLL e 2; 6 <a mee NE MBDA Op Ry vei Oa eters. TE ay Ouran seco. 2 AL 0 kt bert 2,781 2,264 
9,077,922 8,204,238 
Deduct: 
Cost of merchandise sold and all expenses, except the items shown below........ 8,281,029 7,591,181 
Provision 10f GEPTEClation 05. ascccseinice teeters ce epost eh ee ee 183,410 172,808 
Interest ou mortgage bonds sic 653 ek Adsl recess Oe ee ee 5,036 6,662 
Directors’ fees and remuneration of officers who are directors.......cccceeeeeeeceeeeeeeeee 75,004 90,913 
8,544,479 7,861,564 
Earnings before provision: for inCOmMe AXES. <.0.c.s.cesovescetnnateneancevenessevineaveeasns oe 533,443 342,674 
Provisionier mecome taxes (NOTES) Si. cacren eee tees ee 304,500 147,000 
Wettearnings for the year... ciccccsscacssissnsssanscersrarssb eee ae ee $ 228,943 $ 195,674 
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AND SUBSIDIARY COMPANIES 


CONSOLIDATED STATEMENT OF EARNED SURPLUS 


FOR THE YEAR ENDED DECEMBER 31, 1965 


Balance at beginning of year 


Net earnings for the year 


Deduct: 
Mividetids—-Onupretesrecsshares cae aeioGe rea ee > 13,553 
COneGGin On ShATeS. 2.5, 2 sie wernt eee ee Cat ers One eee age 84,000 
income waxes assessed Tor prior -yearetn.. 0 act ea ae ee ere ee eee 107,872 
Cost of shares of subsidiary in excess of book value at acquisition 


SO Pe ey ee 10,000 


Balance at end of year 


CONSOLIDATED STATEMENT OF CONTRIBUTED SURPLUS 
FOR THE YEAR ENDED DECEMBER 31, 1965 


Balance at beginning of year 


Basson preterred shares purchased tor cancellation during the year,«.c.00.secs0 ste Ree oles 


Balance at end of year 


NOTES TO FINANCIAL STATEMENTS, DECEMBER 31, 1965 


1. INVESTMENT IN SHARES OF ASSOCIATED COMPANIES: 


$3,580,003 
228,943 


3,808,946 


215,425 


$3,593,521 


$ 483,136 
311 


$ 482,825 


The book value of the net assets attributable to the investment in shares of associated companies (50%-owned) 
amounted to $537,675 at December 31, 1965. 


2. FIxep ASSETS: 


Land, buildings, plant and equipment are stated at cost except for assets, having a net depreciated book value of 
approximately $78,000 at December 31, 1965, included at depreciated reproductive values as at October 10, 1927 as reported 
by Sterling Appraisal Company Limited. 


3. INCOME TAXES: 


Capital cost allowances to be claimed for tax purposes in excess of the depreciation recorded in the accounts have 
reduced the provision for income taxes by $35,000 (1964—$27,000). The cumulative amount of such tax reductions is 
$86,000. 


AND SUBSIDIARY COMPANIES 
CONSOLIDATED STATEMENT OF 
SOURCE AND APPLICATION OF FUNDS 
1965 1964 
SOURCE OF FUNDs: 
ine arcren m0 10:1 a a Oe SAE Mean Pod PLE mi cre Meat Me RR ee Ota anda gs weansarians $ 228,943 $ 195,674 
PrOVISIONSfOT AE FECA TION. oy eroncned ceca autos ae eee ed ee 183,410 172,808 
Kundsspravided from Operations 7.7.45. esse eae tee eee eee 412,353 368,482 
Proceeds of life insurance policies surrendered................cccc.:0ceeseseeceeecseneeesesceeesereeees — 407,557 
412,353 486,039 
APPLICATION OF FUNDS: 
Dividends— Commons... 23885. 5 ee ee eee eee. 84,000 80,500 
PPEELOLOG sc hlseees is cere eee ascent eee aces A ne ee aan ean eee 13,503 14,075 
Costral preferred shares purchased fomecancellationas2:... ee ee 31/471 9,977 
Additions to fixed assets: Gilet). s..cucieactichiede el mde oe ee eee en ee 204,892 117,075 
UMGOMIC: LAXGS ASSESSE OL MEIOM WEA aca een tan eee eee eee 107,872 — 
Sinking fund requirement on Pirst Morteave Bonds2.....ccsssecsenr wie eee 34,341 29: 351 
Givi Cats a) Pee ene eee EERO RORY Te RAR) SiMe a. Ren es IE AERA AA Oe al Mn 10,570 SIT Se 
486,699 283,708 
Resulting in a (decrease) increase in working capital Of c2.....cccccccsassnsss-vsecsonssseossaveussanoes (74,346) 202 33.1 
Working capitaliat beginning of years dic i .assteusciietcetcuserecsseqantte ee 3,398,416 3,196,085 
Workingreapital atiend Ol eaten erie na cece eer ee ee $3,324,070 


$3,398,416 


SEK NDS VE ED 


OFFICERS AND DIRECTORS 


MEG ISPSTEIN jane ceen ee re eee Chairman of the Board and Director 
Hey BoE PSTEIN axes ee ee eae ee eyes President and Director 
Pa BURGESS) eesti iete anne re eres Secretary and Director 
WC ROMP TONE potent, Ror ee meee ae ener eR a sl Treasurer 
Fe Asc RAIN TS AU Meese eee ce teres reece net ence acer ke eee ae Director 
Fes GEM OMTEUA Ni: at ecmnciecee Uacccoe ten tet sao erent a eee cme ener ec cear Director 
INISTRIOGERS:2e te eet ercaks pacer yaa car ceed te Coe ee eens TS | ate Director 
oy We IDG MAS a2 rare torte See ein ees cacdace cee oN Me Cece ee bec ees Director 
PEA SRINA TEU ta ete rete ces Necessary ree Director 


eS, ASA TEV SSIS VIN, 2a nconsocoaonban aoava canacudéoadindbgoondoosnonaneoncksdoodaodee Director 
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